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Ottawa,  December  11,  1948. 

Dear  Mr.  Walsh, 

During  the  course  of  our  negotiations  covering  the  final  terms  and  arrange¬ 
ments  for  the  union  of  Newfoundland  with  Canada  a  number  of  questions 
concerning  Government  policy  were  raised  by  your  delegation  and  answered  by 
the  Canadian  Government.  In  addition  a  number  of  temporary  administrative 
arrangements  were  settled  in  order  to  facilitate  the  union. 

It  would  not  seem  fitting  to  include  in  formal  terms  of  union  matters  of  this 
kind,  since  they  are  scarcely  of  a  constitutional  nature.  I  am  therefore  sending 
you  the  enclosed  memorandum  covering  these  various  items.  While  these  will 
not  form  part  of  the  Terms  of  Union,  they  contain  statements  of  the  policy  and 
intentions  of  this  Government  if  union  is  made  effective  by  the  approval 
of  the  Parliament  of  Canada  and  the  Government  of  Newfoundland  and  con¬ 
firmed  by  the  Parliament  of  the  United  Kingdom. 

Yours  sincerely, 


Prime  Minister  of  Canada. 


The  Honourable  A.  J.  Walsh,  K.C.,  LL.B., 
Chairman  of  the  Newfoundland  Delegation. 


25952—11 


. 


■ 


STATEMENTS  ON  QUESTIONS  RAISED  BY  THE  NEWFOUNDLAND 

DELEGATION 


(i)  Imports  of  Essential  Goods 

Importation  of  essential  capital  goods  will  be  continued  through  the  existing 
system  of  permits,  while  cases  of  exceptional  hardship  in  the  consumer  goods 
field  will  be  dealt  with  on  an  individual  basis. 

It  is  not  the  intention  of  the  Canadian  Government  to  have  import  restric¬ 
tions  interfere  with  the  normal  operation  of  machinery  and  equipment  already 
in  Canada.  No  difficulty  is  foreseen  in  maintaining  the  importation  into  New¬ 
foundland  of  spare  parts  and  ancillary  equipment  required  to  keep  in  operation 
essential  machinery  and  equipment  already  in  Newfoundland. 

The  Canadian  Government,  in  formulating  and  administering  its  policy  with 
respect  to  imports,  will  give  the  same  careful  consideration  to  the  essential 
requirements  of  Newfoundland  consumers  as  it  gives  to  those  of  consumers  in  the 
rest  of  Canada. 

Customs  duties  on  the  importation  of  salt  pork  and  salt  beef  from  the  United 
States  will  be  remitted  in  the  event  that,  and  during  the  period  that,  supplies 
of  a  suitable  quality  are  not  available  in  Canada. 

Steps  will  be  taken  to  ensure  that  Newfoundland’s  requirements  of  evaporated 
milk  will  be  met  from  Canada. 


(ii)  Broadcasting 

The  Canadian  Broadcasting  Corporation  normally  makes  no  charge  for  time 
allotted  in  connection  with  educational  and  informative  programmes  arranged 
on  behalf  of  provincial  governments. 

The  Department  of  Transport  will  use  its  best  efforts  to  obtain  and  retain 
for  Newfoundland  whatever  frequencies  are  necessary,  including  the  640  KC 
channel. 

The  CBC  works  closely  with  the  National  Religious  Advisory  Council  com¬ 
posed  of  all  main  denominations,  and  provides  free  time  on  its  national  networks 
to  broadcast  religious  services.  It  also  provides  a  fifteen-minute  period  five  days 
a  week  to  broadcast  regionally  programmes  of  a  devotional  character.  In  this, 
as  in  other  matters,  the  CBC  is  anxious  to  ensure  that,  taking  account  of  special 
conditions  and  circumstances,  the  wishes  of  listeners  in  Newfoundland  will  be 
adequately  met. 

Provision  is  made  by  the  CBC  for  free  time  for  the  use  of  provincial  and 
federal  political  parties,  both  during  and  between  elections,  in  accordance  with 
the  White  Paper  issued  in  this  respect. 

The  CBC  allows  substantial  discretionary  powers  to  the  management  of 
Broadcasting  Stations  to  meet  particular  regional  needs  and  conditions. 


(iii)  Passports 

It  will  be  arranged  that  after  the  date  of  Union  valid  Newfoundland  pass¬ 
ports  shall  be  honoured  during  the  period  of  their  validity  by  Canadian 
authorities  and  by  United  Kingdom  authorities  acting  on  behalf  of  Canada  and 
that  after  the  date  of  union  a  valid  Newfoundland  passport  that  would  otherwise 
have  been  renewable  will  be  replaced  by  a  Canadian  passport  on  payment  by 
mail  of  the  Canadian  renewal  fee  to  the  passport  office  at  Ottawa. 
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(iv)  Continuation  of  Laws 

The  Canadian  Government  will  consult  with  the  appropriate  Newfoundland 
authorities  with  regard  to  the  timing  of  the  application  of  federal  statutes  or 
the  timing  of  the  repeal  of  Newfoundland  statutes,  where  the  provincial 
authorities  feel  that  serious  problems  are  involved  requiring  consultation  with 
the  federal  authorities. 

This  will  be  a  matter  for  specific  discussion  between  the  appropriate  repre¬ 
sentatives  of  the  two  governments  from  time  to  time. 


(v)  Public  Harbours 

It  is  the  policy  of  the  Canadian  Government  to  construct  and  maintain 
public  wharves  where  and  when  such  action  is  considered  necessary  in  the  public 
interest.  The  construction  and  maintenance  of  public  wharves  throughout  Canada 
is  within  the  jurisdiction  of  the  Canadian  Government  and  the  responsibility 
for  deciding  whether  or  not  a  public  wharf  or  a  breakwater  is  necessary  in  any 
given  locality  rests  with  the  federal  authorities,  who  take  local  requirements  into 
consideration. 

The  Canadian  Government  will,  at  the  request  of  the  Province  of  Newfound¬ 
land,  and  having  regard  to  the  best  interests  of  the  province,  investigate  the  desir¬ 
ability  of  establishing  one  or  more  harbours  in  the  province  as  “national 
harbours”  under  the  National  Harbours  Board. 


(vi)  Hospitalization  of  Veterans 

The  responsibility  for  hospitalization  of  veterans  rests  with  the  Canadian 
Government.  If  it  becomes  apparent  that  a  need  for  extra  beds  for  veterans  exists 
in  Newfoundland,  these  will  be  provided  through  extension  of  existing  facilities 
or  new  hospitals.  The  final  decision  in  this  respect  will  depend  upon  on-the-spot 
investigation. 


(vii)  Sales  Tax  on  Oleomargarine 

The  Canadian  Government  will  be  prepared  to  submit  to  Parliament  legisla¬ 
tion  designed  to  exempt  oleomargarine  sold  in  Newfoundland  from  the  federal 
sales  tax,  in  the  same  manner  as  basic  foodstuffs  in  other  parts  of  Canada. 


(viii)  Income  and  Corporation  Tax 

In  further  explanation  of  the  Terms  of  Union  it  is  intended  that  deduction  at 
the  source  and  instalment  payments  for  income  tax  will  commence  effective 
July  1,  1949. 

It  is  intended  that  legislation  will  be  introduced  to  provide  that  the  tax 
will  not  apply  to  income  for  any  period  prior  to  the  date  of  Union;  and  that 
income  for  any  such  period  need  not  be  reported  to  Canada.  Income  for  the  period 
after  the  date  of  Union  will  be  used  as  the  basis  to  establish  a  presumed  annual 
income  in  order  that  the  appropriate  rates,  deductions  and  exemptions  may  be 
applied.  The  full  yearly  exemptions  and  deductions  will  be  allowed  in  determin¬ 
ing  the  amount  of  tax  on  the  presumed  annual  income. 

In  the  case  of  individuals,  one-half  only  of  the  tax  on  this  presumed  annual 
income  will  be  payable  in  respect  of  all  earned  income  and  in  respect  of  invest¬ 
ment  income  up  to  $3,000.  Tax  on  investment  income  of  over  $3,000  may,  at 
the  taxpayer’s  option,  be  postponed  until  death  or  paid  immediately  with  an 
appropriate  discount. 

Under  this  arrangement,  therefore,  the  Canadian  Government  will  in  effect 
forgive  income  tax  on  individuals  for  the  three  months  after  Union  except  with 
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respect  to  investment  income  above  the  level  indicated.  The  combined  effect 
will  therefore  be  that  if  Newfoundland  also  forgives  income  tax  on  individuals  in 
respect  of  the  three  months  preceding  Union,  individuals  will  not  be  required  to 
pay  a  tax  on  more  than  one-half  of  their  1949  income  except  as  to  investment 
income  above  the  level  indicated.  This  would  result  in  individual  Newfoundland 
taxpayers  receiving  the  same  treatment  as  that  accorded  to  the  Canadian  taxpayer 
when  the  “pay-as-you-earn”  system  was  introduced. 

In  the  case  of  corporations  there  will  be  no  forgiveness  of  any  taxes  legally 
exigible  by  the  Canadian  Government  in  respect  of  income  for  the  period  follow¬ 
ing  the  date  of  Union. 

The  above  provisions  would  require  that  corporations,  partners  and  indi¬ 
viduals  carrying  on  business  close  their  accounts  at  the  date  of  Union.  Legislation 
will  provide  that  the  taxpayer  may  at  his  option  report  income  for  the  full 
fiscal  period  of  his  business  and  for  tax  purposes  pro-rate  such  income  over  the 
period  following  the  date  of  Union. 

It  is  not  intended  that  the  above  provisions  shall  relieve  from  Canadian 
income  tax  individuals  who  have  become  resident  in  Newfoundland  after  Decem¬ 
ber  31,  1948,  or  income  which  would  have  been  taxable  by  the  Canadian  Govern¬ 
ment  had  Union  not  taken  place,  e.g.,  tax  at  the  source  on  dividends  and  interest 
paid  before  Union  to  non-residents  of  Canada. 

For  the  purposes  of  taxation,  credit  societies  in  Newfoundland  will  be  treated 
in  the  same  manner  as  Canadian  credit  unions. 

In  order  to  assist  the  Provincial  Government  in  the  collection  and  assessment 
of  income  and  corporation  taxes  in  respect  of  income  for  1948  and  prior  years 
arrangements  will  be  made  whereby  either  the  required  staff  will  be  permitted  to 
remain  in  the  employ  of  the  Provincial  Government  for  a  period  following  Union 
or  will  be  made  available  to  the  Provincial  Government  for  this  purpose. 


(ix)  Civil  Aviation 

Pending  re-negotiation  of  bilateral  air  agreements,  an  arrangement  will  be 
made  wdiich  will  permit  direct  traffic  between  Gander  and  the  United  States  to 
continue  to  move  by  air. 

There  will  be  no  objection  to  the  Provincial  Government  continuing  the 
operation  of  the  Cottage  Hospital  at  Gander  Airport.  Federal  authorities  will 
make  an  appropriate  agreement  with  provincial  authorities  for  such  hospital 
services  as  may  be  required  in  connection  with  the  Airport’s  operations. 

Roads  within  the  Gander  Airport  will  be  the  responsibility  of  the  airport 
operating  authority. 

The  Canadian  Government  will  not,  under  normal  conditions,  intervene  in 
the  operation  of  schools  and  churches  at  Gander  Airport,  apart  from  such  ques¬ 
tions  as  relocation  on  a  mutually  advantageous  basis. 

The  federal  authorities  will  consult  with  the  appropriate  Newfoundland 
authorities  regarding  a  definition  of  the  limits  of  Gander  Airport. 


(x)  Enrichment  of  Flour 

The  Canadian  Government  will  take  such  steps  by  way  of  amendment  to  the 
food  and  the  drugs  regulations  and  otherwise  as  are  necessary  to  ensure  that 
the  standards  of  quality  for  flour  prescribed  under  Newfoundland  law  will  not 
be  altered  for  a  period  of  three  years  from  the  date  of  Union. 


(xi)  Blocked  Sterling  Surplus 

An  effort  will  be  made  to  make  the  amount  of  the  surplus  held  in  sterling  by 
Newfoundland  available  in  dollars  to  Newfoundland  within  a  year  after  the  date 
of  Union. 
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(xii)  Fisheries 

1.  Trawling 

Newfoundland  trawlers  will  be  permitted  to  fish  (as  they  have  been 
doing)  to  the  three-mile  limit  off  the  coasts  of  Newfoundland,  and  an 
amendment  to  the  Fisheries  Act,  1932,  will  be  introduced  for  this  purpose. 

It  is  understood  that  the  policy  as  to  trawler  licensing  in  Newfound¬ 
land  will  be  based  on  securing  the  maximum  efficiency  for  the  province’s 
fishing  industry  and  welfare  for  its  shore  communities. 

With  respect  to  the  establishment  of  territorial  waters  it  is  our  under¬ 
standing  that  the  “headland  to  headland”  rule,  as  it  now  applies  to 
Newfoundland,  will  continue  to  apply. 

2.  Prohibition  of  Export  of  Bait  Fishes 

At  present  the  Customs  and  Fisheries  Protection  Act  prohibits  the 
sale  of  bait  to  foreign  fishing  vessels  in  Canadian  territorial  waters, 
except  by  special  treaty  or  convention.  An  amendment  to  this  Act  will 
be  introduced  in  order  to  continue  the  practice  now  followed  by  Newfound¬ 
land  in  this  matter. 

3.  Licensing  of  Premises  to  Pack  Fish 
(including  Filleting  and  Freezing  Plants) 

It  is  understood  that,  while  these  matters  will  come  under  federal 
jurisdiction  at  the  date  of  Union,  the  Newfoundland  Fisheries  Board, 
during  the  time  that  it  continues  to  operate,  will  be  the  medium  through 
which  application  for  licences  will  be  made  and  the  relevant  regulations 
brought  into  effect. 

4.  Power  of  Newfoundland  Fisheries  Board  to  Set 
Quotas  for  Fish  for  Export 

This  power,  which  is  involved  in  the  marketing  operations  of  the 
Newfoundland  Fisheries  Board,  will  be  retained  as  a  marketing  function 
during  the  life  of  the  Board. 

5.  Market  Representatives 

(a)  The  fish  trade  representatives  of  the  Newfoundland  Fisheries  Board 
abroad  (for  which  six  positions  exist  and  of  which  five  are  filled  at 
present)  will  be  continued  as  Board  officials,  and  be  paid  out  of  funds 
voted  for  the  Board  during  such  time  as  the  Board  remains  in 
operation. 

( b )  The  Department  of  Trade  and  Commerce  will  absorb  into  the 
Canadian  Trade  Commissioner  Service  the  two  trade  commissioners 
in  London  and  New  York,  at  present  responsible  to  the  Newfoundland 
Department  of  Natural  Resources. 

6.  Newfoundland  Fish  Export  Tax 

The  export  tax  of  5  cents  per  quintal  on  the  volume  of  fish  exported 
from  Newfoundland  will  be  abolished  at  the  date  of  Union. 

7.  Power  of  Newfoundland  Fisheries  Board  to  Negotiate  Contracts 

The  Newfoundland  Fisheries  Board  will  not  be  required  to  deal 
through  the  Canadian  Commercial  Corporation,  and  may  in  its  discretion 
continue  to  charge  a  fee  or  commission  for  its  services  in  negotiating  con¬ 
tracts,  subject  only  to  such  export  and  import  controls  as  may  exist. 
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8.  Fish  Wrappers  and  Packages 

Wrappers  provided  by  purchasers  in  the  United  States  for  their 
suppliers  in  Newfoundland  will  be  dutiable  after  the  date  of  Union  but 
will  also  be  eligible  for  the  99  per  cent  draw-back  on  re-export  as  con¬ 
tainers  of  fresh  frozen  fish. 

Efforts  are  being  made  to  arrange  for  the  continued  use  for  export  of 
the  present  stock  of  wrappers  marked  “Product  of  Newfoundland”. 

Importation  of  printed  wrappers  of  all  kinds  made  from  paper  for 
domestic  use  is  prohibited  at  the  present  time  but  permits  may  be  granted 
by  the  Department  of  Finance  in  cases  where  the  United  States  importer 
insists  on  supplying  his  own  wrapper  for  the  goods  purchased  by  him  in 
Canada.  There  is  no  restriction,  however,  on  the  importation  of  transparent 
wrappers  or  types  of  cardboard  cartons  or  boxes  usually  used  in  the 
fish  trade.  These  wrappers  and  containers  are  also  eligible  for  the  99  per 
cent  draw-back  on  re-export  as  containers  of  fresh  frozen  fish. 

9.  Inspection  Fees  on  Export 

The  present  policy  is  to  make  no  charge  for  inspection  services. 

10.  Tariff  Agreements 

The  position  after  Union  of  the  agreement  between  Newfoundland  and 
the  Dominican  Republic  providing  for  a  low  rate  of  duty  on  imports  of 
Newfoundland  codfish  into  the  latter  country  is  being  examined.  If 
necessary  the  Canadian  Government  will  initiate  discussions  on  this 
matter. 

11.  Bait  Service 

The  Canadian  Government  will  seek  legislation  or  take  such  other 
steps  as  may  be  necessary  to  provide  that  the  Newfoundland  bait  service 
will  be  taken  over  and  operated  without  fundamental  change  by  the 
Department  of  Fisheries.  If,  after  the  date  of  Union,  changes  are  made  for 
the  benefit  of  Canada  as  a  whole,  the  question  of  payment  will  be  discussed 
between  federal  and  provincial  authorities. 


(xiii)  Family  Allowances 

The  Canadian  Government  will  seek  legislation  or  take  such  other  steps  as 
may  be  necessary  to  provide  that  residents  of  Newfoundland  or  residents  of 
Canada  who  previously  resided  in  Newfoundland  will  be  treated  on  the  same 
basis  as  Canadians  in  other  parts  of  Canada  for  purposes  of  family  allowances. 


(xiv)  Newfoundland  Railway 

After  the  date  of  Union,  the  Canadian  National  Railways  will  be  entrusted 
with  the  responsibility  of  operating  the  Newfoundland  Railway  and  Coastal 
Steamship  Services,  and  it  will  be  their  responsibility  to  see  that  services  are 
furnished  commensurate  with  the  traffic  offering. 


(xv)  Department  of  Posts  and  Telegraphs 

No  changes  in  the  use  of  the  frequency  allocations  to  the  Newfoundland 
Maritime  Radiotelephone  Service  are  proposed,  although  it  may  later  be  neces¬ 
sary  to  revise  present  allocations  when  a  regional  plan  for  future  frequency 
allocations  to  the  Maritime  Radiotelephone  Service  of  the  North  American 
nations  is  negotiated. 
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(xvi)  Penitentiaries 

For  the  time  being  it  is  understood  that  Newfoundland  will  continue  to  operate 
its  own  penitentiary  and  prisoners  sentenced  by  the  courts  of  Newfoundland  to 
terms  of  imprisonment  of  two  years  or  more  may  be  incarcerated  therein  subject 
to  the  rules  and  regulations  laid  down  for  the  management  and  control  of  the 
institution  by  the  Provincial  authorities.  Maintenance  of  such  prisoners  will 
be  paid  by  the  Canadian  Government  on  a  per  diem  basis  at  a  rate  to  be 
mutually  agreed  upon  between  the  Canadian  Government  and  the  Provincial 
Government. 


(xvii)  Canada  Shipping  Act 

The  Newfoundland  requirements  respecting  the  certification  of  masters,  mates 
and  engineers  for  ships,  other  than  foreign-going  and  those  engaged  in  fishing,  are 
less  stringent  than  those  in  Part  II  of  the  Canada  Shipping  Act,  1934,  and  the 
application  of  the  latter  would  result  in  disqualification  of  those  masters,  mates 
and  engineers  employed  in  the  Newfoundland  Home  Trade  who  are  not  under 
Newfoundland  law  required  to  hold  certificates. 

Arrangements  will  be  made  to  provide  that  masters,  mates  and  engineers  of 
ships  registered  in  Newfoundland  may  continue  operating  in  their  present  posi¬ 
tions.  If  the  necessary  legislation  for  this  purpose  is  not  enacted  immediately 
following  Union,  the  Minister  of  Transport  may  exercise  authority  vested  in  him 
under  the  provisions  of  Section  133A  of  the  Canada  Shipping  Act  to  permit  relaxa¬ 
tion  so  that  there  may  be  no  interruption  of  the  operations  of  Newfoundland 
shipping. 

Newfoundland  Foreign-going  Certificates  already  have  the  same  validity  as 
similar  certificates  issued  in  Canada. 

An  amendment  will  be  introduced  to  provide  that  Home  Trade  Certificates 
issued  in  Newfoundland  up  to  the  date  of  Union  will  have  the  same  validity  as 
Canadian  Home  Trade  Certificates,  and  thereupon  Certificates  of  Service  may 
be  issued  to  presently  uncertificated  masters,  mates  and  engineers  of  Newfound¬ 
land  Home  Trade  ships.  Arrangements  will  be  made  to  continue  for  the  time  being 
the  Newfoundland  practice  whereby  vessels  engaged  in  the  seal  fishery  are 
required  to  have  a  navigating  officer  holding  a  Master’s  Foreign-going  Certificate, 
until  experience  shows  the  necessity  or  otherwise  for  further  regulation  of  certifi¬ 
cated  personnel  in  these  vessels. 


(xviii)  Admiralty  Buildings 

In  the  event  that  Canada  acquires  United  Kingdom  Admiralty  Buildings 
presently  occupied  by  the  Government  of  Newfoundland  on  a  care  and  main¬ 
tenance  or  other  basis,  Newfoundland  may  continue  in  occupation  of  these  build¬ 
ings  on  the  same  terms  and  conditions,  subject  to  termination  in  respect  of  any 
building  by  either  party  on  three  months’  notice. 


(xix)  Clarenville  Boats 

The  request  of  the  Newfoundland  Delegation  that  the  Canadian  Govern¬ 
ment  should  take  over  and  operate  the  Clarenville  boats  in  their  present  service 
is  still  being  studied.  It  is  hoped  that  arrangements  for  their  continued  operation 
can  be  reached  with  the  Newfoundland  Government  before  the  date  of  Union. 
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(xx)  Duty  on  Transfer  of  Vessels 

Ships  on  the  Newfoundland  registry,  prior  to  November  1,  1948,  including 
foreign-built  ships,  may  be  transferred  to  the  Canadian  registry  without  payment 
of  duty,  and  will  be  entitled  without  payment  of  any  duty  to  a  licence  to  engage 
in  the  coasting  trade  of  Canada. 

Foreign-built  trawlers  already  on  order  for  Newfoundland  firms  will  be 
exempted  from  payment  of  duty  if  contracted  for  prior  to  November  1,  1948  for 
use  in  the  Newfoundland  fishing  industry. 

Foreign-built  ships  on  charter  for  the  Newfoundland-Canadian  trade  or  for 
the  coasting  trade  of  Newfoundland  prior  to  November  1,  1948,  will  be  permitted 
to  complete  their  charters  without  payment  of  duty. 


(xxi)  Small  Industries 

It  is  recognized  that  there  will  inevitably  be  some  dislocation  of  Newfound¬ 
land’s  secondary  industries  as  a  result  of  Union.  The  extent  of  such  dislocation, 
however,  is  difficult  to  measure,  since  much  will  depend  on  the  individual  approach 
to  the  problems  that  is  made  by  the  management  and  owners  of  the  industries 
concerned. 

The  Canadian  Government  will  do  all  that  it  can  to  assist  secondary 
industries  in  Newfoundland  in  their  efforts  to  meet  such  problems  as  may  arise. 
The  extensive  facilities  of  the  Department  of  Trade  and  Commerce  will  be  avail¬ 
able  to  assist  in  procurement  of  raw  materials  from  other  parts  of  Canada  or 
from  abroad.  The  Department  will  continue  to  maintain  an  office  in  St.  John’s 
for  at  least  two  or  three  years,  and  longer  if  necessary.  The  Canadian  Commercial 
Corporation,  which  carries  the  responsibility  of  purchasing  for  the  Armed 
Services,  will  maintain  a  local  representative  in  Newfoundland,  and  every  effort 
will  be  made  to  ensure  that  an  appropriate  volume  of  purchases  for  Government 
account  will  be  made  locally.  Further,  the  Department  of  Trade  and  Commerce 
will  establish  at  Ottawa  a  committee  of  senior  officials  to  work  as  a  team  to 
ensure  that  special  enquiries  and  problems  of  Newfoundland  receive  as  prompt 
and  effective  attention  as  possible. 


(xxii)  Public  Service  Pensions 

The  detailed  application  of  Term  39  of  the  Terms  of  Union  relating  to 
pensions  will  be  determined  in  consultation  between  the  Canadian  Government 
and  the  Government  of  Newfoundland. 


(xxiii)  Recoverable  Advances 

1.  Pursuant  to  the  provisions  of  Term  25  of  the  Terms  of  Union  the 
Canadian  Government  agrees  that  it  will  within  fifteen  days  after  the  date  of 
Union,  or  as  soon  as  practicable  thereafter,  out  of  moneys  voted  by  Parliament: 

(a)  Pay  to  Newfoundland  the  cost  of  the  steamship  Bar  Haven 
and  Springdale ,  presently  owned  and  operated  by  the  Newfoundland 
Railway; 

( b )  Reimburse  Newfoundland  for  payments  made,  and  forego  pay¬ 
ments  to  be  made,  under  Article  2  of  the  Agreement  effective  March  31, 
1946,  between  the  United  Kingdom,  Canada  and  Newfoundland  providing 
for  the  purchase  by  Newfoundland  of  buildings  and  Royal  Canadian  Air 
Force  equipment  at  Gander  Airport; 
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(c)  Reimburse  Newfoundland  for  payments  made  by  Newfoundland 
to  the  United  Kingdom  for  buildings  and  equipment  at  Gander  Airport 
taken  over  from  the  Royal  Air  Force; 

(d)  Pay  to  Newfoundland  two-thirds  of  the  expenditure  (less  re¬ 
coveries)  at  Gander  Airport  from  April  1,  1945  to  March  31,  1949,  in 
respect  of  expenditures  made  by  Newfoundland  for  the  conversion  of 
buildings  to  civil  use,  runway  improvements  and  the  replacement  or 
expansion  of  plant  and  equipment,  and 

(e)  Pay  to  Newfoundland,  except  as  otherwise  provided  herein, 
the  value  of  consumable  stores  and  supplies,  as  determined  by  physical 
inventories  at  March  31,  1949,  in  respect  of  services  taken  over  by  Canada, 
and  without  restricting  the  generality  of  the  foregoing  for  the  following 
services: 

(i)  Postal  services; 

(ii)  Telegraph  services,  and 

(iii)  Gander  Airport. 

2.  Canada  will  take  over  the  fixed  assets  of  the  Newfoundland  Railway  free 
of  debt  except  for  the  liability  of  the  Railway  at  March  31,  1949,  to  the  Recon¬ 
struction  Finance  Corporation  of  the  United  States  of  America.  It  is  understood 
that  the  Railway  will  be  turned  over  to  Canada  as  a  going  concern  and  that 
Railway  current  assets  acquired  by  Canada  at  March  31,  1949,  will  be  maintained 
at  an  amount  equal  to  the  sum  of  Railway  current  liabilities  and  the  liability 
to  the  Reconstruction  Finance  Corporation. 

3.  Canada  will  assume  payment  for  Railway  equipment  on  order  at  the 
date  of  this  memorandum  but  not  delivered  at  March  31,  1949,  and  will  reimburse 
Newfoundland  for  payments  made  before  March  31,  1949,  on  account  of  equip¬ 
ment  on  order  but  not  delivered  until  after  March  31,  1949. 

4.  It  is  understood  that  Newfoundland  will  retain  cash  on  deposit  in  the 
Railway  Renewals  Fund  at  March  31,  1949,  and  the  proceeds  of  the  sale  of  any 
capital  assets  between  the  date  of  this  memorandum  and  the  date  of  Union. 

5.  Canada  will  assume  payment  for  telecommunication  equipment  on  order 
at  the  date  of  this  memorandum  but  not  delivered  before  March  31,  1949. 

6.  Responsibility  for  the  operation  known  as  “Northern  Labrador  Trading 
Operations”  will  be  the  subject  of  discussion  between  Canada  and  Newfoundland 
and,  if  necessary,  the  Province  of  Newfoundland. 

• 

7.  Canada  will  take  over  free  of  debt  the  buildings,  plant  and  equipment 
of  the  Broadcasting  Corporation  of  Newfoundland,  and  will  pay  Newfoundland 
for  current  assets,  as  of  March  31,  1949,  consisting  of  cash  on  hand  and  in  banks, 
accounts  receivable  (less  reserve  for  bad  debts),  consumable  stores  (as  determined 
by  physical  inventory),  less  current  liabilities  for  accounts  payable  as  of  that 
date.  It  is  understood  that  Newfoundland  will  retain  cash  reserves  of  the 
Corporation  and  particularly  the  General  Reserve  Fund,  Special  Renewals 
Equalization  Fund,  and  Reserve  Accounts  of  Broadcasting  Houses  at  Corner 
Brook  and  St.  John’s  respectively. 

8.  It  is  understood  that  Newfoundland  will  retain  cash  on  deposit  at 
March  31,  1949,  in  the  Coin  Redemption  Account.  Canada  will  reimburse 
Newfoundland  as  cash  becomes  available,  for  working  capital  advances  as  of 
March  31,  1949,  to  the  Parcel  Post  Duty  Imprest  Account  and  the  St.  John’s 
Harbour  Commission. 


9.  It  is  understood  that  Newfoundland  will  retain  the  Essential  Goods 
Revolving  Fund  or,  if  this  service  is  taken  over  by  Canada,  will  be  reimbursed 
by  Canada  for  working  capital  advances  (to  the  extent  that  these  are  represented 
by  current  assets  less  current  liabilities)  as  cash  becomes  available,  as  of 

March  31,  1949. 

(xxiv)  Changes  in  Electoral  Divisions 

Regarding  the  method  of  change  of  the  electoral  divisions  listed  in  the 
Schedule  to  the  Terms  of  Union,  the  practice  of  the  Parliament  of  Canada  is  to 
review  the  boundaries  of  electoral  divisions  in  connection  with  each  re-adjust¬ 
ment  in  parliamentary  representation  following  each  decennial  census.  The 
electoral  divisions  in  the  Schedule  will  be  reviewed  in  accordance  with  this 
practice. 


December  11,  1948. 
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